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obligation of the lessee, notwithstand-
ing the possible early termination of
the lease;

(ii) The portion of the estimated re-
sidual value of the property relied upon
by the lessor to satisfy the require-
ments of a full-payout lease must be
reasonable in light of the nature of the
leased property and all relevant cir-
cumstances so that realization of the
lessor’s full investment plus the cost of
financing the property depends pri-
marily on the creditworthiness of the
lessee, and not on the residual market
value of the leased property; and

(iii) At the termination of a financ-
ing lease, either by expiration or de-
fault, property acquired must be liq-
uidated or released on a net basis as
soon as practicable. Any property held
in anticipation of re-leasing must be
reevaluated and recorded at the lower
of fair market value or book value.

(d) General leasing. Pursuant to sec-
tion 5(c)(2)(C) of the HOLA, a Federal
savings association may invest in tan-
gible personal property, including vehi-
cles, manufactured homes, machinery,
equipment, or furniture, for the pur-
pose of leasing that property. In con-
trast to financing leases, lease invest-
ments made under this authority need
not be the functional equivalent of
loans.

(e) Leasing salvage powers. If, in good
faith, a Federal savings association be-
lieves that there has been an unantici-
pated change in conditions that threat-
ens its financial position by signifi-
cantly increasing its exposure to loss,
it may:

(1) As the owner and lessor, take rea-
sonable and appropriate action to sal-
vage or protect the value of the prop-
erty or its interest arising under the
lease;

(2) As the assignee of a lessor’s inter-
est in a lease, become the owner and
lessor of the leased property pursuant
to its contractual right, or take any
reasonable and appropriate action to
salvage or protect the value of the
property or its interest arising under
the lease; or

(3) Include any provisions in a lease,
or make any additional agreements, to
protect its financial position or invest-
ment in the circumstances set forth in

paragraphs (e)(1) and (e)(2) of this sec-
tion.

§ 560.42 State and local government
obligations.

Pursuant to HOLA section 5(c)(1)(H),
a Federal savings association may in-
vest in obligations issued by any state,
territory, possession, or political sub-
division thereof, subject to the follow-
ing conditions:

(a) A Federal savings association
may not invest more than 10% of its
total capital in obligations of any one
issuer, exclusive of general obligations
of the issuer.

(b) Except as provided in paragraph
(c) of this section, the obligations
must:

(1) Continue to hold one of the four
highest national investment grade rat-
ings; or

(2) Must be issued by a public housing
agency and backed by the full faith and
credit of the United States.

(c) Notwithstanding the limitations
in paragraph (b) of this section, a Fed-
eral savings association may invest:

(1) In the aggregate, up to one per-
cent of its assets in the obligations of
a state, territory, possession, or politi-
cal subdivision in which the associa-
tion’s home office or a branch office is
located; or

(2) In any obligations approved by
the Office.

§ 560.43 Foreign assistance invest-
ments.

Pursuant to HOLA section 5(c)(4)(C),
a Federal savings association may
make foreign assistance investments in
an aggregate amount not to exceed one
percent of its assets, subject to the fol-
lowing conditions:

(a) For any investment made under
the Foreign Assistance Act, the loan
agreement shall specify what con-
stitutes an event of default, and pro-
vide that upon default in payment of
principal or interest under such agree-
ment, the entire amount of outstand-
ing indebtedness thereunder shall be-
come immediately due and payable, at
the lender’s option. Additionally, the
contract of guarantee shall cover 100%
of any loss of investment thereunder,
except for any portion of the loan aris-
ing out of fraud or misrepresentation
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